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INDEPENDENT AUDITORS REPORT

To the Board of Directors and Stockholder of

Powell Capital Markets Inc

We have audited the accompanying statement of financial condition of Powell Capital Markets Inc the Company
as of September 30 2009 This statement of financial condition is the responsibility of the Companys management

Our responsibility is to express an opinion on this statement of financial condition based on our audit

We conducted our audit in accordance with auditing standards generally accepted in the United States of America

Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the

statement of financial condition are free of material misstatement An audit includes consideration of internal control

over financial reporting as basis for designing audit procedures that are appropriate in the circumstances but not for

the purpose of expressing an opinion on the effectiveness of the Companys internal control over financial reporting

Accordingly we express no such opinion An audit also includes examining on test basis evidence supporting the

amounts and disclosures in the statement of financial condition assessing the accounting principles used and

significant estimates made by management as well as evaluating the overall statement of financial condition

presentation We believe that our audit provides reasonable basis for our opinion

In our opinion the statement of financial condition referred to above presents fairly in all material respects the

financial position of Powell Capital Markets Inc as of September 30 2009 in conformity with accounting principles

generally accepted in the United States of America

14
Roseland New Jersey

November 20 2009

epe de fr AGN



POWELL CAPITAL MARKETS INC

STATEM ENT OF FINANCIAL CONDITION

September 30 2009

ASSETS

Cash 303506

Receivable from clearing broker 26792

Prepaid expenses and other current assets 17053

Office furniture and equipment less

accumulated depreciation of $138451 30970

378321

LIABILITIES AND STOCKHOLDERS EQUITY

Liabilities

Accounts payable and other current liabilities 1000

Profit sharing plan payable 10890

Income taxes payable 2000

Deferred income tax liability 5000

Total liabilities 18890

Stockholders equity

Common stock no par value

authorized 1000 shares

issued and outstanding 400 shares 40000

Additional paid-in capital 261500

Retained earnings 57931

Total stockholders equity 359431

378321

See accompanying notes to financial statements



POWELL CAPITAL MARKETS INC

NOTES TO FINANCIAL STATEMENTS

Nature of business and summary of significant accounting policies

Nature of Business

Powell Capital Markets Inc the Company is broker-dealer registered with the Securities and Exchange
Commission SEC and is member of the Financial Industry Regulatory Authority FINRA The Companys main

focus is with municipal bond offerings and performing advisory services

Basis of Presentation

The accompanying financial statements are presented and have been prepared in conformity with accounting

principles generally accepted in the United States of America

Commission Receivable

Commission receivable represents receivables due from work performed relating to municipal securities

underwritings

Revenue and Expense Recognition from Securities Transactions

Management fees and profits from participation in municipal securities underwritings are recorded on the closing date

of each underwriting Securities transactions and related income and expenses are recorded on trade date basis

Income Taxes

The Company takes an asset and liability approach to financial accounting and reporting for income taxes Deferred

income tax assets and liabilities are computed for differences between the financial statement and tax bases of

assets and liabilities that will result in taxable or deductible amounts in the future based on enacted tax laws and

rates applicable to the periods in which the differences are expected to affect taxable income Valuation allowances

are established when necessary to reduce deferred income tax assets to the amount expected to be realized

The Company is allowed to defer any accounting for uncertainty in income taxes until the annual financial

statements for fiscal years beginning after December 15 2008 The Company has elected to apply the deferral

and will adopt the provisions of effective October 2009 The Companys accounting policy for evaluating

uncertain tax positions during financial statement periods subject to the deferral is based on the recognition and

disclosure criteria for loss contingencies



POWELL CAPITAL MARKETS INC

NOTES TO FINANCIAL STATEMENTS

Nature of business and summary of significant accounting policies continued

Office Furniture and Equipment

Office furniture and equipment is stated at cost less accumulated depreciation The Company provides for

depreciation as follows

Estimated

Asset Useful Life Principal Method

Telephone and computer

equipment years Straight-line

Furniture and fixtures years Straight-line

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United

States of America requires management to make estimates and assumptions that affect the reported amounts of

assets and liabilities at the date of the financial statements and the reported amounts of revenues and expenses

during the reporting period Actual results could differ from those estimates

Office furniture and equipment

Office furniture and equipment consist of the following at September 30 2009

Telephone and computer equipment 122753
Fumittxe and fixtures 46668

169421

Less accumulated depreciation 138451

30970

Depreciation expense was $17245 for the year ended September 30 2009

Profit sharing plan

The Company has profit sharing plan which covers all employees that meet certain eligibility requirements

Contributions to the plan are made at the discretion of the Companys Board of Directors The expense relating to

the profit sharing plan for the year ended September 30 2009 was approximately $1 1000



POWELL CAPITAL MARKETS INC

NOTES TO FINANCIAL STATEMENTS

Income taxes

The provision for income taxes for the year ended September 30 2009 is summarized as follows

Current

Federal 1000
State 1000

2.000

Defred

Federal 16000
State 10.000

26000

24000

The components of the Companys deferred tax liability aggregating $5000 primarily relate to temporary

differences for depreciation and the accrual to cash basis adjustment In determining its current income taxes for

the year ended September 30 2009 the Company utilized approximately $97000 of net operating loss
carry-

forwards from prior years

Net capital requirements

The Company is member of FINRA and is subject to the SEC Uniform Net Capital rule 5c3-1 This Rule requires

the maintenance of minimum net capital and requires that the ratio of aggregate indebtedness to net capital both as

defined shall not exceed 15 to and that equity capital may not be withdrawn or cash dividends paid if the resulting

net capital ratio would exceed to 10 to At September 30 2009 the Companys net capital was approximately

$311000 which was approximately $211000 in excess of its minimum required net capital of $100000

Commitment

The Company rents office space under an operating lease that expires in October 2011 The approximate future

annual rental commitments under the lease as of September 30 2009 are approximately as follows

Year ending September 30
2010 74000

2011 74000

148000

Rent expense recorded under this lease approximated $68000 which is net of approximately $5000 that is

earned as rental income by the Company for the year ended September 30 2009



POWELL CAPITAL MARKETS INC

NOTES TO FINANCIAL STATEMENTS

Off-balance-sheet risk and concentration of credit risk

Pursuant to clearance agreement the Company introduces all of its securities transactions to its sole clearing

broker on fully-disclosed basis All of the customers money balances and long and short security positions are

carried on the books of the clearing broker In accordance with the clearance agreement the Company has agreed

to indemnify the clearing broker for losses if any which the clearing broker may sustain from carrying securities

transactions introduced by the Company In accordance with industry practice and regulatory requirements the

Company and the clearing broker monitor collateral on the customers accounts

In addition the receivable from the clearing broker is pursuant to this clearance agreement and includes clearing

deposit of $25000

The Company maintains its cash balances in multiple financial institutions These balances are insured by the

Federal Deposit Insurance Corporation up to $250000 per institution

Exemption from Rule 15c3-3

The Company is exempt from SEC Rule 15c3-3 pursuant to the exemptive provisions under sub-paragraphs

k2ii and therefore is not required to maintain Special Reserve Bank Account for the Exclusive Benefit of

Customers as all customer transactions are cleared through another broker-dealer on fully disclosed basis

Subsequent event

The Company has evaluated subsequent events through November 20 2009 the date of these financial statements

as required by Financial Accounting Standards Board FASB Accounting Standards Codification ASC Topic 855

No events that required disclosure were identified


